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ACTION STR 
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E.O. 11652: N/A 
TAGS: ETRD, MTN 

SUBJECT: CUSTOMS VALUATION - MEETING WITH CANADIAN MTN DEL 

1 . SUMMARY: US MTN DEL MET WITH CANADIAN MTN DEL TO 
DISCUSS CANADIAN POSITION ON CUSTOMS VALUATION NEGO- 
TIATIONS. CANADIAN MTN DEL HAD TWO PRIMARY OBJECTIVES 
FOR MEETING: 1) TO INFORM US THAT AT THIS TIME WE 
SHOULD NOT RULE OUT THE FULL CANADIAN PARTICIPATION 
IN CUSTOMS VALUATION NEGOTIATIONS AND 2) TO REQUEST 
US TO CONSULT BILATERALLY WITH CANADIANS BEFORE GIVING 
EC THE US REACTION TO THE EC'S DRAFT VALUATION CODE 
ANTICIPATED FOR THIS FALL. END SUMMARY. 
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2. CANADIAN MTN DEL (AMB. GREY) REQUESTED MEETING 
WITH US MTN DEL (NEWKIRK) TO DISCUSS CANADIAN POSITION 
ON CUSTOMS VALUATION NEGOTIATIONS. GREY NOTED WHAT HE 
CONSIDERED "US/EC BILATERAL NEGOTIATIONS" IN THIS AREA 
AND WANTED TO EMPHASIZE TO US MTN DEL THE HIGHLY SENSI- 
TIVE NATURE OF THIS ISSUE FOR CANADA. GREY INDICATED 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


THAT HE FORESAW SERIOUS PROBLEMS IN THEIR TAKING PART 
IN NEGOTIATIONS IF OBIECTIVE OF NEGOTIATIONS IS NEW 
INTERNATIONAL CODE ON VALUATION. ACCORDINGLY, HE WISHED 
TO KNOW US INTENTIONS IN THIS AREA. 

3. US DEL OUTLINED US POSITION ON VALUATION, 

STRESSING "OPEN-MINDEDNESS” OF US APPROACH AND NECESSITY 
OF ADEQUATE RECIPROCITY FOR ANY CHANGES TO US SYSTEM. US 
THEN DESCRIBED EXTENT AND MODE OF US PARTICIPATION IN 
VALUATION DISCUSSIONS WITH EC TO DATE, AND POSSIBLE 
FUTURE ACTIONS. 


4. GREY STATED THAT CANADIAN GOVERNMENT IS REVIEWING 
THE ISSUE OF VALUATION AND HE IS PREPARING COMMENTS 
ON A MEMO TO HIS MINISTERS IN OTTAWA SETTING FORTH THE 
PROS AND CONS OF FULL PARTICIPATION IN THE CUSTOMS VALUA- 
TION NEGOTIATIONS. HOWEVER, BEFORE TRANSMITTING HIS COM- 
MENTS TO OTTAWA, HE WISHED TO MORE FULLY DISCUSS THE US 
POSITION IN THESE NEGOTIATIONS. GREY STRESSED THAT AT 
THIS POINT CANADA HAD NOT MADE A DECISION ON WHETHER OR 
NOT TO FULLY PARTICIPATE IN CUSTOMS VALUATION 
NEGOTIATIONS. ACCORDINGLY, GREY INDICATED THAT IN THE 
PROCESS OF DETERMINING WHETHER THE CANADIAN GOVERNMENT 
SHOULD FULLY PARTICIPATE IN CUSTOMS VALUATION NEGOTIA- 
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TIONS HE WOULD LIKE TO HAVE AN INTENSIVE US-CANADIAN 
DISCUSSION ON ANY EC INITIATIVE PRIOR TO THE US GIVING 
ITS COMMENTS TO THE EC. HE STRESSED THAT THE ISSUE OF 
VALUATION WAS LIKELY MUCH MORE IMPORTANT AND POLITICALLY 
MORE DIFFICULT FOR THE CANADIANS THAN FOR THE US. TO 
THE EXTENT POSSIBLE, HE WOULD LIKE TO APPROACH THE CUS- 
TOMS VALUATION NEGOTIATIONS WITH A UNITED CANADIAN- 
UNITED STATES FRONT. 

5. GREY SAID THAT IN THEIR TALKS WITH THE EC HE INDI- 
CATED THAT THE CANADIANS WOULD BE WILLING TO NEGOTIATE 
THE ISSUE OF QUANTITIES, WHICH, ACCORDING TO GREY, IS 

THE MOST IMPORTANT ASPECT OF THE CANADIAN VALUATION SYSTEM. 
GREY ADDED THAT IF THE EC DOES NOT PRESENT A NEGOTIATING 
CONTEXT WITH WHICH THE CANADIANS CAN WORK, THEY WILL 
WITHDRAW THIS PROPOSAL. GREY IS NOT WILLING TO GO 
ANY FURTHER THAN THE US ON THIS ISSUE AND QUERIED US 
MTN DEL AS TO OUR POSITION ON "USUAL WHOLESALE 
QUANTITIES", I.E., WOULD WE CONSIDER CHANGING THIS RULE 
IF WE AGREE TO AN INTERNATIONAL VALUATION SYSTEM. 
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6. GREY EXPRESSED THE HOPE THAT THE NEGOTIATIONS WOULD 
FIRST FOCUS ON ISSUES OF PRIMARY IMPORTANCE, I.E. QUANTITY, 
F.O.B., ETC. AT A LATER DATE, IF APPROPRIATE AND 
NECESSARY, A NEW INTERNATIONAL VALUATION SYSTEM COULD 
BE CONSIDERED. THE OTHER PRIMARY AREA WITH WHICH GREY 
IS CONCERNED IS NON- ARM'S LENGTH TRANSACTIONS. HE 
STATED THAT THE CHUMAS DRAFT WOULD GIVE CUSTOMS OFFICIALS 
A GREAT DEAL OF DISCRETION AND ALLOW THE US TO BE "MORE 
STRICT" THAN THE CURRENT SYSTEM. HE INDICATED THAT MOST 
OF THE MAJOR IMPORTS INTO CANADA FROM THE UNITED STATES, 

AS WELL AS FROM THE EC AND JAPAN WERE NON-ARM'S LENGTH 
TRANSACTIONS. ACCORDINGLY, UNDER THE PRESENT CANADIAN 
SYSTEM, USING FAIR MARKET VALUE, CANADIAN BUSINESSMEN 
HAVE RECOURSE TO THE APPROPRIATE REVENUE OFFI- 
CIALS IN CANADA AND REQUEST THEM TO UNDERTAKE A FAIR 
MARKET VALUE INVESTIGATION TO ENSURE THAT THE VALUE ON 
WHICH DUTIES ARE BASED HAS BEEN PROPERLY GIVEN. HE IN- 
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DICATED THAT THIS WOULD BE ONE OF THE MOST DIFFICULT 
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PROCEDURES TO CHANGE IN THE CANADIAN VALUATION SYSTEM. 

7. PROCEDURALLY. GREY WAS CONCERNED THAT THE U.S. NOT 
GIVE AWAY ANY NEGOTIATING LEVERAGE WE MAY HAVE. HE 
HOPED THAT AT SOME POINT NOT ONLY WOULD THE U.S. REPLY 
TO ANY EC INITIATIVE. BUT SERIOUSLY CONSIDER TABLING 
DRAFTS OF ITS OWN. THE US DEL DISABUSED HIM OF THIS 
POSSIBILITY, CITING THE RELATIVELY PASSIVE 

US ROLE IN THIS ASPECT OF THE MTN. 

8. GREY STRESSED HIS PREFERENCE TO HAVE EXTREMELY PRE- 
CISE LANGUAGE AND OBLIGATIONS IN ANY NEW CUSTOMS VALUA- 
TION CODE. WITH REGARD TO C.I.F./F.O.B., HE SUGGESTED 

THAT, AS A CONCESSION FROM THE EC, WE MIGHT CONSIDER 
INSISTING THAT THE EC CHANGE TO AN F.O.B. SYSTEM 
OF VALUATION. (COMMENT: GREY'S CONCERN HERE IS THAT A 
CHANGE TO C.I.F. BY THE UNITED STATES WOULD SIGNIFICANTLY 
AFFECT THEIR EXPORTS TO THE US. END COMMENT) 

HE FEELS THAT CHANGE BY THE EC TO AN F.O.B. 

SYSTEM WOULD NOT ONLY ASSIST CANADIAN INTERESTS, BUT ALSO 
THOSE OF THE UNIED STATES. 

9. THROUGHOUT THE CONVERSATION, GREY REPEATED THAT THE 
CANADIAN NEGOTIATING POSITION HAS NOT BEEN FINALIZED AND 
THAT WE SHOULD NOT RULE OUT FULL CANADIAN PARTICIPATION IN 
CUSTOMS VALUATION NEGOTIATIOONS . CONSEQUENTLY, HE WANTED 
TO ENSURE THAT THE UNITED STATES WOULD CONSULT WITH CANADA 
BEFORE GIVING THE EC A RESPONSE TO THEIR NEXT 

INITIATIVE. SPECIFICALLY, HE WANTS TO DISCUSS WITH THE US 
PARTICULAR PROVISIONS IN THE EC DRAFT SUCH AS QUANTITIES, 
NON-ARM'S LENGTH TRANSACTIONS, LEVELS OF TRADE, AND PRO- 
CEDURES BEFORE GIVING HIS COMMENTS TO THE EC. GREY FEELS 
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THAT IF THE CANADIANS DECIDE TO FULLY PARTICIPATE IN THE 
CUSTOMS VALUATION NEGOTIATIONS, THERE MAY BE SEVERAL ARF.7.S 
IN WHICH THE US AND CANADIANS WOULD HAVE A COMMON UNDER- 
STANDING AND THEREFORE COULD MORE FORECEFULLY PRESENT A 
COMMON NEGOTIATING POSITION AGAINST THE EC. MTN DEL 
STATED THAT WE WOULD BE WILLING TO DISCUSS 
OUR POSITION WITH THE CANADIANS PRIOR TO CONTACTING 
THE EC, BUT STRESSED THAT THE DIFFERENCES OF US AND 
CANADIAN WILLINGNESS TO NEGOTIATE ON THIS ISSUE COULD 
PREVENT DEVELOPMENT OF A COMMONALITY OF POSI- 
TIONS. 

10. COMMENT: THIS MEETING WITH AMB GREY WAS THE MOST 
FORTHCOMING INDICATION THE CANADIANS HAVE GIVEN IN THE 
CUSTOMS VALUATION AREA. AT THIS TIME, IT IS UNCLEAR 

AS TO THE EXTENT TO WHICH CANADIANS WILL WORK ON DEVEL- 
OPMENT OF A NEW VALUATION SYSTEM. THEIR PREFERENCE AP- 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 

PEARS TO BE TO CONCENTRATE NEGOTIATIONS ON SPECIFIC ELE- 
MENTS, SUCH AS US FINAL LIST. HOWEVER, GREY'S COMMENTS 
CONCERNING THE SPECIFICITY WHICH WOULD BE NECESSARY IN A 
COMPREHENSIVE AGREEMENT INDICATE THAT THE CANADIANS ARE 
AT LEAST GIVING THOUGHT TO THE DEVELOPMENT OF A NEW 
SYSTEM. IF THE CANADIANS DO DECIDE TO MOVE IN THIS DIREC- 
TION, WE SHOULD EXPLORE THE EXTENT TO WHICH THE UNITED 
STATES AND CANADA CAN WORK TOGETHER IN THIS AREA FOR 
MUTUAL BENEFIT. END COMMENT.CULBERT 
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